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ABSTRACT 
Capstone units are generally seen to have three main aims: integrating the program, 
reflecting on prior learning, and transitioning into the workplace. However, research indicates 
that most programs do not achieve outcomes in all three areas with Henscheid (2000) 
revealing that integration is the major goal of many capstone programs. As well, in the 
accounting education literature there has been little empirical evidence relating to the 
effectiveness of student learning as a result of implementing a capstone unit. 
This study reports on the development and implementation of an accountancy 
capstone unit at the Queensland University of Technology (QUT), which began in 2006. The 
main features of this capstone unit are: the use of problem-based learning (PBL); integration 
of the program; the development of a professional identity whereby classes are broken up into 
groups of a maximum of five students who take on the persona of a professional accounting 
firm for an entire semester; and the students, acting as professional advisors within that firm, 
are required to solve a series of unstructured, multi-dimensional accounting problems based 
on limited given facts. This process is similar to a professional advisor asking a client about 
the facts relating to the particular problem of the client and then solving the problem. 
The research was conducted over nine semesters and involved the collection of both 
quantitative and qualitative data from a student questionnaire. The results indicate that in 
terms of student perceptions, the capstone unit was very effective in enhancing integration of 
the program and enhancing professional identity thereby assisting student transition into the 
professional accounting workplace. Our approach therefore meets two of the three generally 
accepted aims of a capstone unit. With accounting educators striving to maximise student 
learning from a finite set of resources, this approach using PBL has resulted in improved 
learning outcomes for accounting students about to enter the workplace as professionals. 
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1. Introduction 
The unit AYB339 Accountancy Capstone was introduced at the Queensland University of 
Technology (QUT) in semester two 2006. The synopsis of the unit
1
 on the QUT website 
states that “Accountancy Capstone coordinates several parts of the accountancy degree that 
have already been studied by students. At the same time some new concepts are introduced in 
some topics. The unit attempts to simulate the real world where the professional advisor is 
confronted with unstructured, multi-disciplined problems on a day-to-day basis. Based on the 
problem-based learning (PBL) methodology, students will learn the process of how to deal 
with the problems typically faced by the professional advisor. These problems require 
students to work together in teams, research issues, gather information and form 
conclusions.” The unit therefore concentrates on accounting problems typically faced by 
graduates in their first year as an accounting professional and as a result, the students should 
be better prepared for the various situations they are likely to face early in their accounting 
career. 
As part of the Association to Advance Collegiate Schools of Business (AACSB 
International) accreditation process in the mid-2000s, the QUT Business School
2
 
implemented a capstone unit for each of the majors as a way of integrating the learning that 
occurred in each discipline. As well, there had been numerous calls to move accounting 
education away from a content-focussed program to one emphasizing the development of 
professional skills and lifelong learning (e.g. Accounting Education Change Commission 
[AECC], 1990; Albrecht & Sack, 2000). These two elements formed the basis for the 
                                                 
1
 The term “unit” describes the individual subject/course that is offered eg AYB339. The term “program” is 
used to describe the degree the student is enrolled in. Typically in a three-year undergraduate program/degree at 
QUT, 24 units have to be completed. 
2
 The QUT Business School was the first in Australia to attain triple international accreditation: US based 
AACSB International, EQUIS (European Quality Improvement System) and the Association of MBAs. The 
School is comprised of four main discipline areas: Accountancy; Advertising, Marketing and Public Relations; 
Economics and Finance; and Management. 
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development of our accountancy capstone unit, which was designed to enhance student 
learning. 
This paper reports on the development and implementation of an accountancy capstone 
unit at QUT. It provides empirical evidence about the nature of the students’ experiences and 
perceived learning outcomes from the unit using PBL, particularly in relation to integrating 
the program and enhancing professional identity. The contribution of this paper is to extend 
the knowledge about capstone units in general, as well as emphasizing the accounting 
discipline in particular. A key element of prior literature in accounting education is that very 
little empirical research has been conducted on student learning in accounting capstone units. 
This gap forms the motivation for this study. 
Furthermore, the development of an accounting capstone unit using PBL is unique in the 
literature. Given that capstone units can be structured in many different ways with an aim of 
achieving maximum student learning from a finite set of resources, the results of this research 
will be of interest to educators considering implementing a capstone unit and how the unit 
could be structured to achieve this outcome. One of the key objectives of The Pathways 
Commission (2012, p. 9) was “to enhance the opportunities and relevance of the accounting 
education experience in its broadest sense.”  The achievement of that objective will be 
enhanced if capstone units can be structured not only to develop student learning but also 
bring relevance to that learning. 
The rest of the paper proceeds as follows. The following section outlines the literature 
surrounding capstone units whilst the third section discusses how the capstone unit using 
PBL was developed and implemented. The fourth section outlines the method/evaluation 
methodology to determine the effectiveness of the learning, as perceived by students. The 
paper concludes by reporting the results of the study, implications and limitations of the 
study, and suggests areas for further research. 
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2. Literature on capstone units 
The following discussion focuses on three areas of literature–capstone units generally and 
how they can be delivered; accountancy capstone units; and the use of PBL in capstone units.  
2.1.    What is a capstone unit? 
A great deal has been written about the nature of capstone units. Durel (1993) defined a 
capstone unit/course
3
 as “a crowning course or experience coming at the end of a sequence of 
courses with the specific objective of integrating a body of relatively fragmented knowledge 
into a unified whole. As a rite of passage, this course provides an experience through which 
undergraduate students both look back over their undergraduate curriculum in an effort to 
make sense of that experience and look forward to a life by building on that experience” 
(Durel, 1993, p. 223). A similar view was taken by a number of writers who argue that the 
three main aims of a capstone unit are: to integrate the program and to bring closure to the 
undergraduate experience; to provide students with an opportunity to reflect on prior learning 
and the program as a whole; and to prepare students for the transition into the professional 
workplace (Burns, 2006; Cuseo 1998; Gardner & Van der Veer, 1998; Jervis & Hartley, 
2005). Various authors have used a range of terms to describe two of these major elements of 
integration and transition. Starr-Glass (2010) describes these as “capping” in terms of 
academic consolidation and “bridging” in terms of personal transition to the future; whilst 
Heinemann (1997) uses “dome” for closure and intellectual consolidation, and “spire” for 
further exploration and intellectual expansion. Of course, it is not a matter of only one or the 
other. Both could be built into the objectives of a unit. 
The form these capstone units can take also varies considerably, including: 
 final projects, theses, recitals and internships (Gardner & Van der Veer, 1998);  
                                                 
3
 In sociology, Durel (1993) outlined the path taken by the American Sociological Association and the 
Association of American Colleges’ report which recommended the sequencing of the program across four levels 
– level 1 being introductory units, level 2 covering basic units, level 3 dealing with advanced units, and level 4 
involving one or more capstone units with an aim to integrate the various elements of the program. 
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 written case study material and industry projects (Bailey, Oliver, & Townsend, 2007);  
 presentation of research papers and critiques, active research projects and internships, 
cooperative learning projects and guest speakers discussing careers and graduate 
programs (Durel, 1993); 
 PBL (Dunlap, 2005); and  
 case-method instruction (Nikolai, 2001)4.  
These modes of delivery are both internal and external. Henscheid (2000) surveyed 707 
institutions in the US that ran seminar and capstone courses in the senior (final) year and 
found that “the least frequently indicated instructional techniques were those taking students 
out of the classroom …” (p. 33) and that the major goal of capstone courses was “fostering 
integration and synthesis within the academic major,” with 62.2% indicating this was the 
number one goal of the course (p. 11).  
Further to the integrative nature of capstone units, the “spiral curriculum,” as outlined by 
Bruner (1963) and applied to sociology by Cappell and Kamens (2002), essentially begins 
with foundation units and revisits this material in later units. This is achieved by a series of 
later units requiring prerequisites. The great benefit of this approach is that there is a depth of 
study in a particular area with the later units being able to build on the knowledge learned in 
the prerequisite unit. One possible effect of this is that learning takes place in “silos” and that 
students may not integrate what they have learned in one area with the knowledge learned in 
other areas. This problem was also discussed in The Pathways Commission (2012, p. 107). 
Campbell, Heriot and Finney (2006, p. 323) defend this silo approach arguing that silos “exist 
for a reason: to store and organize a valuable commodity.” In arguing against an integrative 
model
5
, Campbell, Heriot and Finney (2006) believe schools should not sacrifice the depth 
                                                 
4
 For a list of possible capstone objectives, pedagogies and methods, and instructional practices, see Gardner 
(1998), Henscheid (2000), and Holdsworth, Watty and Davies (2009).  
5
 An example of an integrative model is described in Nikolai (2001). 
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and breadth of specialized learning, claiming that the use of capstone units allows this 
integration to occur.  
Although integration is seen as the most important goal of a capstone unit (Henscheid 
(2000), another goal put forward by Cuseo (1998, p.22) is “improving seniors’ career 
preparation and preprofessional development, that is, facilitating their transition from the 
academic to the professional world.” This emphasis on “bridging” aims to help prepare 
students for their transition into the professional workplace. Despite being one of the 10 
stated goals by Cuseo (1998), Henscheid (2000, p. 11) found that “respondents are nearly 
four times more likely to focus on the (integration of the) academic major than they are to 
attend to connecting the academic major to the work world, the second most frequently cited 
number one goal.” This indicates that the work-transition goal is seen to be considerably less 
important than the integration goal in a capstone unit. 
In developing a capstone unit, an important point made by Heinemann (1997) is that 
instructors may be tempted to include everything that was not previously covered in the 
major. Instructors may try to cover too much content or try doing too many different things. 
This problem is reiterated by Jervis and Hartley (2005, p. 331) who argue that “it is very easy 
to become over-zealous with respect to course objectives and content” and urged capstone 
instructors to heed the advice given by Heinemann (1997).  
2.2.   Accounting capstone literature 
There are two major papers relating to accounting capstone units and both begin with 
statements relating to the lack of research in this area – Burns (2006, p. 119) declaring “there 
are no articles in the accounting education literature that specifically describe experiences 
designing and teaching a graduate capstone accounting course” and Jervis and Hartley (2005, 
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p. 311) stating that “we found no guidance in the accounting education literature.”6 Jervis and 
Hartley (2005) concentrated on designing and teaching a final year (senior) accounting 
capstone unit describing implementation issues, requirements and assessment. As Jervis and 
Hartley (2005) explain, the main purpose of their capstone unit is to “integrate and enhance 
our existing accounting curriculum” (p. 315) and to “synthesize students’ knowledge” 
(p.331). Case studies were primarily used whereby students had to apply their knowledge and 
skills to unstructured, unfamiliar situations. The unit consisted of seminars whereby for each 
case study, students took turns in taking on the roles of case leader, discussant and 
participant. There were also mid-term and final examinations (although in lieu of the final 
examination, students could opt to do a research paper). This unit has therefore been 
developed with an emphasis on integration and capping.  
Burns (2006) discussed a graduate accounting capstone unit (for the 150-hour program at 
the University of Colorado) with an emphasis on three modules – accounting ethics, earnings 
management, and business strategy. Their unit “integrates material covered on the revised 
CPA exam, core competencies identified in the AICPA accounting education framework, and 
business and society goals” (p. 118) and is “reading-intensive, Excel-intensive, research-
intensive, and writing-intensive” (p. 126). A variety of textbooks, cases and references are 
used in the course and the assessment included two individual take-home exams; a group 
industry analysis and case company paper; a group oral presentation of the company project; 
individual spreadsheet homework; and evaluations of cases and individual class participation. 
The objectives of the unit (pp. 121-122) very much reflect the integration of content 
knowledge and skills development. Once again this emphasizes the integration and capping 
aspect of a capstone unit, although it is stated that the course “provides a good transition for 
                                                 
6
 Another paper that mentions a capstone unit is Arya, Fellingham & Schroeder (2003). However there is no 
discussion of outcomes, merely a description of content and how the workshops use visiting scholars to discuss 
issues of interest.  
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students from their academic setting into their professional careers and helps prepare them for 
the CPA exam” (p. 127). 
The above-mentioned accounting capstone literature indicates a lack of emphasis on the 
transition-to-work goal of a capstone unit. This gap was a key element in the creation of our 
capstone unit which incorporated the development of a broader sense of professional identity
7
 
as part of the transition goal. This will be discussed further in section 3. 
2.3. Use of PBL in capstone units  
The final area of literature relates to the use of PBL in a capstone unit. PBL is based on 
the learning theory of constructivism
8
. Constructivism places the learner as central to the 
creation of meaning and not the teacher as the transmitter of knowledge (Biggs, 1996). The 
learner therefore constructs his/her own knowledge and this is done through both individual 
and social activity (Biggs, 1996)
9
. Active learning and collaboration are therefore crucial 
elements in this learning theory. PBL has its origins in medical education in Canada and US 
in the 1950s and 1960s (Barrows, 1996; Boud & Feletti, 1991; Gijselaers, 1995; Savin-
Baden, 2000; Spaulding, 1969) and has been successfully adopted in a range of disciplines 
including nursing, engineering, social work, law, management, science, business and 
economics (Boud & Feletti, 1991; Daly & Gijbels, 2009; Duch, Groh & Allen, 2001; 
Gijselaers et al., 1995; Heagy & Lehmann, 2005). According to Tan (2004), the great benefit 
of PBL is that it uses authentic, unstructured real-world problems and “… realistic problems 
are used in conjunction with the design of a learning environment where inquiry activities, 
self-directed learning, information mining, dialogue and collaborative problem-solving are 
incorporated” (Tan, 2004, p. 123). These are all skills that various accounting education 
reports and authors have espoused as desirable in accounting graduates (AECC, 1990; 
                                                 
7
 Recent accounting literature has confirmed the importance of professional identity (Hamilton, 2013;   
Wilkerson, 2010). 
8
 Inquiry-based learning and discovery learning are other examples of constructivist pedagogies.  
9
 Shuell (1986) emphasises the importance of the student by stating that “… what the student does is actually 
more important in determining what is learned than what the teacher does” (p. 429). 
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AICPA, 2010a; AICPA, 2010b; Albrecht & Sack, 2000; Freeman et al., 2008; Hancock et al., 
2009; IAESB, 2010).  
 The use of PBL in a capstone unit was used by Dunlap (2005) where undergraduate 
university computer science students in their final semester completed a 16-week unit in 
software engineering. The empirical research showed that the students increased their levels 
of self-efficacy. The study concluded that “by engaging students in learning and problem-
solving activities that reflect the true nature and requirements of the workplace, PBL may 
help students feel prepared to work effectively in the profession” (Dunlap, 2005, p. 81). 
Although integration was an element in this computer science capstone unit, the emphasis on 
preparing students for the profession and creating a sense of professional identity was 
considered vital. Dunlap found that “… after the PBL experience, students started referring to 
themselves as software developers rather than students” (Dunlap, 2005, p. 76). The bridging 
to the future was an important part of this capstone unit. 
 A more recent study that used PBL in an accounting capstone unit was by Stanley and 
Marsden (2012). Their capstone unit consisted of 13 weeks and was completed in the final 
year of the degree. Instead of using case studies where all the facts were given, students had 
to ask questions to obtain additional facts relating to the problem. This empirical study 
highlighted the effective development of skills including questioning, teamwork, and problem 
solving. The development of these skills using PBL was the focus of the research rather than 
the discussion of the capstone unit itself.  
This paper is a continuation of the prior research undertaken by Stanley and Marsden 
(2012). This study emphasizes the capstone nature of the unit. The aims of our capstone unit 
are to integrate the program, enhance professional identity, and develop professional skills. 
Development of professional skills using a PBL approach was discussed in the Stanley and 
Marsden (2012) paper. This paper describes how we set out to achieve two of Cuseo’s (1998) 
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10 stated goals of a capstone unit, namely integrating the program and facilitating transition 
to work via the creation of a sense of professional identity. The next section will discuss how 
the unit was developed and implemented. 
3. Development of the capstone unit at QUT 
In semester two 2006, AYB339 Accountancy Capstone was introduced into the 
accounting curriculum. In the first three semesters, the unit was offered as an elective before 
it become compulsory in semester one 2008. The unit was aimed at final-year undergraduate 
accountancy students enrolled in the three-year, 24 unit undergraduate professional 
accountancy degree. Included in the degree are eight core business units, namely accounting, 
economics, marketing, data analysis, business law and ethics, management, global business, 
and working in business. Most of these units are typically completed in the first year. In the 
second and third year, students are required to complete a range of specific accounting units 
including financial accounting, management accounting, computerized accounting systems, 
audit and assurance, corporations law, corporate finance, company accounting, and taxation 
law.  
The authors were asked by our Head of School to develop an accountancy capstone 
unit as distinct from a business capstone unit. We therefore designed this capstone unit to 
integrate elements of specific accounting units previously studied rather than to incorporate 
the core business discipline units such as economics, marketing, and management. Due to the 
prerequisite units, AYB339 Accountancy Capstone could only be attempted in the final year 
of the student’s three-year degree. Hence those students who were undertaking AYB339 had 
gained the sufficient prerequisite knowledge before attempting the unit.  
3.1.  Integrative nature of the unit 
Consistent with the design of virtually all capstone units, AYB339 was designed to be 
multi-dimensional and integrative in nature. We wanted our students to understand that in the 
10 
 
real world, client issues/problems often span across many aspects of accountancy and not just 
one. As such, the professional advisor must be able to provide advice across a number of 
accounting disciplines. Nowhere else in their degree are students confronted with this 
concept. Throughout the program, each unit studied is taught in isolation and generally does 
not overlap with the content of other units. In this respect, each unit is taught independently 
and in individual silos (see Campbell, Heriot & Finney, 1996). Our goal was to integrate in a 
coordinated manner parts of the accountancy degree already studied. However, we were 
conscious of the warning made by Heinemann (1997) in that some instructors may be 
tempted to include important content not previously covered in the program. Consequently, 
one of the first decisions made in developing our capstone unit was to determine what topics 
should be included. This involved mapping all of the accounting units previously studied by 
our students and determining which topics would be incorporated into our newly developed 
unit.  
Once the topics were determined, materials were developed. Unlike other units in the 
degree, students were not provided with detailed lecture notes, textbooks, or readings. This 
reinforced the fact that students were responsible for their own learning. The authors 
developed multiple unstructured accountancy problems similar to those likely to be 
encountered by first-year accounting graduates working in a public accounting firm. We 
deliberately chose a public accounting environment as this allowed our students to be 
presented not only with a variety of technical problems spanning across several disciplines 
(for example accounting, taxation, and auditing) but also to have clients of varying sizes, 
backgrounds and industries. Ideas about possible problems were canvassed from academic 
staff, practitioners working in public accounting firms, and from the authors' own 
experiences. Based on these discussions, problems were developed by the authors with 
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feedback used to finalise each problem. Most importantly, the problems drafted were multi-
disciplinary in nature drawing together aspects of content covered in previous units studied.  
Appendix A provides a sample problem that illustrates this integrative aspect. This sample 
problem asks students to consider the accounting, audit, taxation, and GST implications 
relating to an event and to provide appropriate advice to the client.  
3.2.  Development of a professional identity 
An important element of our capstone unit was to give students an insight into the 
nature of the professional advisor/client relationship and the type of client problems typically 
encountered by accounting practitioners. Ideally, this could have been achieved through work 
placements/internships to enable them to experience these problems first-hand in a 
professional environment. However, this was not possible due to the number of students 
enrolled in the unit each semester.  As such, the next best alternative was to develop real 
world accountancy problems and ask students, working in their groups, to discuss and solve 
these problems within a classroom setting in the presence of facilitator. In order to achieve 
this, students took on the persona of the professional advisor and the teaching staff (the 
facilitator) took on the persona of the client. This was designed to simulate the real world, to 
give students a sense of professional identity, and help them bridge the gap between 
university and professional practice. 
Each semester, students were allocated into individual classes consisting of a 
maximum of 20 students. These 20 students were subsequently asked to form smaller groups 
of four or five resulting in a maximum of four groups per class. Each group was asked to 
create a name for their accounting firm and design a firm letterhead. The firm name and 
letterhead was used to identify the group in all of their communications during the semester. 
This provided each group with a professional identity and helped create the real-world 
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context in which the students worked. We considered this a vital and unique aspect of our 
accountancy capstone unit. 
To help simulate the professional environment in which each team would operate, in 
the first week students were provided with a set of rules and guidelines outlining their role 
and expectations. This encouraged students to behave in a professional manner at all times 
particularly when meeting with a client. For example, students were expected to arrive at 
class on time and be ready to greet the client (i.e. the facilitator) when discussions began. In 
class, students were required to work on the client problem, formulate ideas, discuss issues 
with their fellow team members, and develop questions to ask once the client approached 
their group. Students were also reminded to be respectful at all times in their 
communications, not only with the client but also towards each other. Once again, this was 
intended to replicate how the professional advisor behaves not only towards their client but 
also towards their professional colleagues. Furthermore, all questions addressed to the client, 
and the clients response to these questions, were required to be documented in writing and 
submitted by each group to their facilitator. The purpose of this was not only to avoid 
disputes that could arise later in terms of whether a question was asked and what response 
was provided by the facilitator but also to reinforce to students the importance of keeping a 
formal written transcript of what is asked and discussed at client meetings. This forms an 
important part of the accountant’s working papers which may be used as evidence in the case 
of client disputes at a later time.  
Students were also required to complete tasks and assessments on a week-to-week 
basis and meet set deadlines. This replicates the professional environment whereby the 
professional advisor is required to complete client tasks on a continuous and consistent basis. 
As well, in this unit, extensions were not provided under any circumstances. We explained 
this to students by reminding them that clients do not give extensions. 
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Laptop computers, mobile phones and other electronic devices were strictly banned in 
class as we wanted this time to be devoted exclusively to allowing each group to develop 
additional questions to ask the client (the facilitator), to discuss ideas as to how the problem 
should be solved, and to allocate tasks to each group member as to what research needed to 
be undertaken outside of class.  
Finally, no written solutions were provided to students. This was largely in 
recognition of the fact that in the real world, the professional advisor (the student) cannot 
look up a model solution to see if they are right or wrong. However, students were provided 
with comments and feedback from their facilitator in respect of work completed. Importantly, 
as occurs in practice, some of the feedback provided was verbal so students had to listen 
carefully to what was said and apply it to their situation. 
3.3.  Content and topics 
The unit comprised six topics with each topic spanning two weeks. The six topics (in 
order) were:  
 business planning and structuring;  
 operations/transactions;  
 employment issues;  
 taxation;  
 reporting (internal and external); and  
 audit and ethics.  
The order of the topics was a deliberate attempt to simulate a business from its start-
up to the end of its first financial year and to illustrate to students the types of typical 
problems that the professional advisor encounters throughout this period.  
The first topic entitled “Business Planning and Structuring” dealt with determining 
the most appropriate business structure for a client. This involved a variety of legal, risk, 
14 
 
accounting and taxation considerations that must be taken into account. In this topic, students 
were expected not only to advise the client as to the most appropriate business structure but 
provide their reasons as to why other business structures were not adopted. 
The second topic entitled “Operations/Transactions” dealt with a range of operational 
issues after the business had been established. For example, students were presented with 
problems relating to how assets should be financed (i.e. buy, lease, chattel mortgage or hire 
purchase) and the development of a suitable chart of accounts for the client using a 
computerized accounting package.  
The third topic entitled “Employment Issues” dealt with the issue of staffing. Most 
businesses employ staff and this involves a range of legal, accounting and taxation issues. 
Significant on-costs are incurred by an employer when employing staff and students were 
required to determine the impact of these employment on-costs. 
The fourth topic entitled “Taxation” dealt with typical tax questions posed by clients. 
This topic not only covered income tax, but several other taxes imposed on Australian 
businesses, such as the goods and services tax (GST) and fringe benefits tax (FBT).  Students 
were required to provide tax advice and to attend to a variety of tax calculations on behalf of 
the client. 
The fifth topic entitled “Reporting” dealt with a range of management and financial 
accounting issues typically faced by clients. For this topic, students were presented with a set 
of client management accounts. They were asked to make appropriate adjustments and 
prepare the external financial statements in accordance with the AASB Accounting 
Standards
10
. The purpose of this topic was to illustrate to students the link between the 
management accounts and the financial statements. 
                                                 
10
 AASB Accounting Standards are those accounting standards issued by the Australian Accounting Standards 
Board and are compliant with the International Financial Reporting Standards (IFRS).  These standards have 
legal backing pursuant to Section 334 of the Corporations Act (2001). 
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The sixth and final topic entitled “Audit and Ethics” dealt with a range of audit client 
issues faced by auditors including the identification of key audit risk assertions and 
appropriate audit procedures that could be performed to test these assertions. In terms of the 
ethics component, students were presented with common ethical issues faced by auditors and 
were asked to advise the most appropriate course of action.  
To bring relevance and a sense of reality to the unit, each semester a “real” client was 
used. This client was not an actual client but one whose details, background information and 
financial data were modelled on real businesses in those particular industries. Over the 
semesters, these small businesses ranged from a bicycle coaching and retail store, an 
optometrist, a toy store and a musical instrument retailer
11
.  Issues relating to this client were 
interwoven throughout the semester via the client’s business plan, problems, and an 
integrated case study which required students to compare actual results to the budgeted data 
contained in the client’s business plan.  
Each semester, students were presented with the client’s business plan. The business 
plan provided students with the necessary information such as the client’s personal 
background, their business goals, a comprehensive marketing plan, a SWOT
12
 analysis, a 
balanced scorecard containing key budgeted financial ratios, as well as a financial plan 
detailing anticipated set-up costs and budgeted financial projections for the first three years of 
operations. Students were told that throughout the unit, this client would be seeking advice on 
several issues encountered in their business.  
Each semester, multiple problems were developed by the authors. For each of the six 
topics, students were presented with two problems (PBL scenarios hereafter referred to as 
                                                 
11
 The Australian Bureau of Statistics (ABS) reveals that Australia’s two million small businesses (defined as a 
business with an annual turnover of less than $2 million) represent 93.9% of all businesses in Australia (ABS, 
2012, p. 10). Furthermore, according to statistics published by the Australian Taxation Office (ATO, 2007, 
2012) more than 95% of businesses engage registered tax agents.  Many of these tax agents are public 
accounting firms who prepare accounts and file tax returns for these businesses.  
12
 SWOT analysis stands for strengths, weaknesses, opportunities and threats. 
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PBLs). Hence, over the course of the unit, a total of 12 PBLs were presented to students. 
These 12 PBLs comprised two categories. The first category (approximately 2-3 PBLs per 
semester) was based on the above-mentioned “real” client. The second category of problems 
(approximately 9-10 PBLs per semester) was not based on this client, but were drawn from a 
range of other clients. These clients included small to large businesses, listed public 
companies, not-for-profit entities, and foreign-controlled entities. However, these PBLs were 
not dependent upon the size of the client (small, medium or large). The size of the client was 
irrelevant as the problem was common across all entities. 
Unlike most of the other units in their degree, AYB339 Accountancy Capstone does 
not have a final exam. Instead students were required to complete an integrated case study 
(worth 40%). Each semester, the integrated case study was based on the “real” client 
introduced to students at the beginning of the semester. The case study, which could be 
completed individually or with another student, required students to make adjusting entries to 
a set of computerized management accounts prepared by the client’s bookkeeper. Students 
were then required to prepare the client’s annual report, which included the external financial 
statements. Once the financial statements had been completed, students were then required to 
analyze these figures and calculate a range of financial ratios and compare these ratios to the 
budgeted financial ratios contained in the business plan. For those financial ratios that were 
below budget, students were expected to make recommendations to the client as to what 
strategies could be adopted to improve business performance.
13
 
The integrated case study was designed to incorporate several aspects from previous 
accounting units studied, such as management accounting, financial accounting, 
computerized accounting systems, and taxation law. The major purpose of the case study was 
to simulate two of the primary responsibilities of professional accountants in public practice: 
                                                 
13
 More recently, students have been required to draft the client’s annual income tax return and attend to a 
detailed tax reconciliation which reconciles the net profit for accounting purposes to the taxable income for 
income tax purposes. 
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to prepare the annual financial statements for their clients and to provide advice as to what 
strategies could be adopted in order to improve the client’s financial performance. Graduates 
working in a public accounting firm will be directly involved in this process. The case study 
also closed the loop in the sense that it finalized the financial year for the client’s business 
introduced to the students at the beginning of the semester.  
3.4.  Our PBL approach 
For each of the above-mentioned six topics, two problems were presented to students to 
be discussed and solved over a two-week period. These problems were discussed by each 
group in a weekly 2-hour class (referred to as a discussion forum) in the presence of a 
facilitator (a staff member). As previously discussed, a PBL-approach was adopted for each 
of the 12 problems presented to students throughout the semester. To assist students in 
solving problems, a five-step problem solving methodology termed FIRDE
14
 was developed 
by the authors. For a detailed discussion of this problem-solving methodology as well as a 
description of how the discussion forums were structured, refer to Stanley and Marsden 
(2012, pp. 273-278).  
However, unlike other units where students are presented with problems that contain all 
of the facts, each problem presented to students was relatively short, concise and generally 
contained only two to three sentences of information. Each group was then required to 
formulate additional questions to ask the client. The ability to ask the “right” question was a 
key element of the unit. If appropriate questions were not asked, students were not provided 
with the additional information by the facilitator. This lack of additional information could 
seriously impair the group’s ability to arrive at the correct recommendation. This simulates a 
client meeting whereby the professional advisor asks the client questions in order to gather 
additional information. This questioning skill was an essential element of our PBL approach 
                                                 
14
 FIRDE is an acronym for our five-step problem solving methodology being Facts, Ideas, Research, Decide 
and Execute. 
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and was designed to highlight the importance of questioning as a means of gathering the 
necessary information upon which decisions are made.  
Once each group believed that it had obtained all of the facts needed to solve the 
problem, students were required to discuss the issues, generate ideas, and consider the various 
alternatives. By the end of the first 2-hour discussion forum, the group was expected to assign 
each member certain tasks which were to be completed during the week. Each student was 
then expected to spend time researching the issue allocated to them and to gather evidence 
and summarize their findings.  
In the second 2-hour discussion forum a week later, each group reconvened in the 
presence of the facilitator to share their research findings with fellow group members. Further 
ideas were generated and more questions could be asked of the facilitator. Once all issues had 
been resolved, the group had to decide what course of action they were going to take (i.e. 
make a recommendation to the client). The first of the two problems (PBL1) required the 
group to make a written submission whilst the second problem (PBL2) required each group to 
make an oral response to the class. An example of a typical PBL, the approach taken to solve 
this problem, and the integrative nature of the solution expected from students, is shown in 
Appendices A, B and C. 
The assessment in this unit reflected the ongoing nature of tasks required to be 
completed. A total of 60% was allocated to work conducted throughout the semester plus the 
40% case study (previously discussed) which was due at the end of the semester. Despite the 
fact that there were six topics, the first topic on business planning and structuring did not 
count towards the student’s overall marks. In this respect, it was a trial run and was formative 
in nature. The remaining five topics were worth 12% each, giving a total of 60%. Typically, 
the 12% for each topic comprised a mark for PBL1 (written submission worth 5%), PBL2 
(oral response worth 3%) and an individual participation mark awarded by the facilitator 
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(worth 4%). Importantly, the continuous and systematic nature of the assessment reflected the 
fact that every week, students were expected to complete tasks and meet deadlines as would 
occur in a professional accounting firm.  
The next section of the paper discusses the research method used to gather evidence from 
the students as to their views on the capstone experience. 
4. Method 
4.1.  Rationale 
A descriptive case study was the method employed and included the use of a student 
questionnaire to collect both quantitative and qualitative data (Stake, 2005; Yin, 2003a; Yin, 
2003b). The student questionnaire is generally acknowledged as a valid means of evaluating 
teaching and learning environments (Ballantyne, Bothwick & Packer, 2000) and in this case, 
the questionnaire was used to obtain the perceptions of students about the learning that 
occurred in the capstone unit. A standard set of Student Evaluation of Unit (SEU) questions 
used at QUT provided the basis for the questions asked. Additional questions (both 
quantitative and qualitative) were developed specifically relating to integration of the 
program, solving multi-dimensional accounting problems and real-world understanding of 
accounting concepts in accordance with the recommendations of Heagy and Lehmann (2005). 
The questionnaires were applied over a 5-year period (2006–2010) covering the first nine 
semesters of the unit. 
4.2. Changes to the unit and the effect on the data 
Over the period of the study, there were only three changes made to the structure of 
the unit and how it was taught. In terms of structure, during the first two years of the unit, a 
third small PBL scenario was required to be completed by the students. Based on student 
feedback about workload, this third PBL was deleted. The second change in structure was in 
2009 and 2010, where an oral presentation of the group’s response to PBL2 was worth 5% 
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for each student. In the other semesters, an oral response was given by the students but how it 
was presented was not worth any marks. These structural changes would have no significant 
influence on the data as the questionnaire did not relate to these elements. The third change 
related to the staffing of the unit. The teaching staff did not take on a traditional teaching role 
but instead acted as facilitators in their capacity as a client. Because student learning is the 
primary focus of this study and the learning in this unit primarily comes from the interactions 
within each student group, any changes in teaching staff will have little effect on the data. 
4.3. Student questionnaire 
As shown in Table 1, data from a total of 863 students was collected and the overall 
response rate was 87% with the response rate for each semester ranging from 74% to 100%. 
The data applied to the five years from 2006 to 2010 and involved nine separate student 
cohorts. The questionnaire was administered in accordance with QUT’s ethical requirements 
and was completed by all enrolled students at the same time each semester. This took place in 
class at the conclusion of all PBL work and related assessments in the last week of the 
semester. 
--Insert Table 1 here-- 
In the questionnaire, two different types of questions were used to collect the 
quantitative data – questions involving a 5-point Likert-type scale; and questions involving a 
yes/no answer and requiring explanations for their response. The written comments in the 
questionnaire provided the qualitative data for the study and captured richer data about the 
students’ perceptions of learning and the reasoning behind their particular views. These 
written comments were analyzed using content and thematic analysis. Boyatzis (1998) 
outlined four stages in thematic analysis (sensing themes, doing it reliably, developing codes, 
and interpreting the information and themes in the context of a theory or conceptual 
knowledge), and these were all used in the present study.  
21 
 
With regard to the student written responses, the text was analysed by both authors and 
various patterns and themes began to occur. Within these themes, various sub-themes began 
to appear so these had to be coded and the data collated. The analysis of this qualitative data 
resulted in a clearer understanding of the perceptions of the students.  
5. Results 
5.1. Overall results 
In terms of overall learning, Table 2 sets out three key elements of the student’s 
perceived learning that took place. 
--Insert Table 2 here-- 
All these statements are above 4.0 indicating that students “agreed” with them. In terms 
of a capstone experience, the effectiveness of the student’s learning can be gauged as very 
high. General agreement with these statements is very important as the overall aims of a 
capstone unit would be: for students to see relevance in the topics and content covered (4.19); 
that there would be an improvement in their understanding of accounting concepts and 
principles (4.21); and as one of the major assumptions that is made about university learning 
is “transfer of training” in that students should be able to apply their knowledge in the 
different situations they will be confronted with in the workplace as a beginning graduate 
accountant, for the students to feel that they can apply their learning to new situations (4.16).  
Other comments that were made in relation to the worth of the unit from the most 
recent and largest cohort (cohort I) included: 
I learnt more in this subject than I did in my whole degree. (S31I) 
 
Put everything we have learned into context. We could now relate everything to 
something practical and see how it was relevant. (S50I) 
 
Good range of topics that had challenges and answers were not obvious which is 
great for learning. (S98I) 
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The overall results therefore indicate the students perceive their learning in the capstone unit 
to be relevant and worthwhile. 
Because the emphasis of this study is on enhancing integration and professional 
identity, data was collected in various ways to assess the student’s perceptions of these issues. 
These quantitative and qualitative results will now be discussed.  
5.2. Integration of the program 
As described in the literature, an important aim of a capstone unit relates to students 
being able to integrate and link previous knowledge studied during the program. In response 
to the question, “Did you find that the unit brought together the various aspects of accounting 
you have studied over the three years of your course?” 94.8% (818) responded with “Yes” 
and 3.9% (34) responded with “No.” This strongly indicates that the students perceived the 
capstone unit had successfully brought the program together.  
In relation to the qualitative data, analysis of written responses to this question resulted 
in various themes. Firstly, there was a great emphasis on integration and bringing previously 
learned content together:  
Because learning different units, your material is only scoped around that unit. 
This unit was able to bring the different topics learnt into one unit. You were able 
to fully understand the whole process. (S19A) 
 
It pulled together lots of different subjects giving a more practical view to them (as 
opposed to just the theory). It combined various subjects where we normally learn 
about them individually. (S36C) 
 
In previous subjects I often wondered why I was being taught particular topics. 
Capstone has brought all these together. (S14F) 
 
Interestingly, another strong theme to emerge was in terms of revisiting, reviewing, and 
recapping the knowledge learned during the whole program: 
Yes, it brought back 1st year, 2nd year and current semester work. This was good 
because I had forgotten some things I learnt in previous years but now have revised 
these and still remembering it now. (S19D) 
 
The unit includes almost every aspect of accounting over our accounting study. And 
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it helps me to go through the knowledge I have learned and apply to different cases. 
(S29E) 
 
Used different aspects of subjects I haven't used for a while - refreshed my memory. 
(S41F) 
 
It helped recap what I've learned over the years. One aspect I really liked about 
this unit. (S61I) 
 
Another theme related to the use of materials such as textbooks and notes used in 
previous units:  
There is a pile of past text books and associated notes on and around my study 
desk. (S8E)  
 
At one stage I had various accounting text books opened at once and found I was 
going through stuff from previous years' work. (S100H) 
 
This illustrated that some students not only thought about previous units but actually referred 
back and used their textbooks and notes in order to solve the problems presented. 
However some students felt there was a big emphasis on tax in the unit: 
An integration of the course was achieved. I did feel, however, that a lot of the 
topics had a strong influence on tax. (S6A) 
Many themes such as tax were recurring rather than self-contained, as would be 
expected in the real world. (S5H) 
 
The emphasis on tax is understandable as many client problems involve taxation 
considerations. This was a deliberate strategy in writing the PBLs to ensure that students 
understood the many aspects involved in client problems. 
Further evidence about integration is also found in the responses to the question “Do 
you think you are better prepared to solve multi-dimensional accounting problems as a result 
of this unit?” where 86.1% (743) said “Yes” and 11.6% (100) said “No”. This again is a very 
strong response to a question that not only relates to integration but also to being better 
prepared to solve multi-dimensional accounting problems that students are likely to face in 
the real world. 
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To determine if any other themes would emerge in relation to integration, the written 
responses to this question were analysed and three main themes became apparent. The first 
theme related to bringing together and reviewing/recapping material that had been learned 
previously. The comments were similar to those mentioned previously so will not be repeated 
again.  
The second theme related to the real world and being a help in the future: 
Most useful subject in the course. Applying knowledge to various "real" scenarios 
made it a lot easier to understand. (S5G) 
This unit requires a student to solve various problems: tax and accounting at the 
same time. This is an excellent approach as I can see how in a real world, tax and 
accounting go together. (S10H) 
 
The final theme was in relation to enhancing problem-solving skills: 
Throughout the semester I have been applying principles to real situations and I 
feel I have gained a better understanding of the information I have learned and 
increased my research skills. I now am able to see a problem from different angles 
- more than one view. (S35C)  
I have improved my problem solving techniques as a result of this unit. I have a 
better understanding of how to deal with multi-dimensional problems. (S39F) 
I have a better understanding of what to look for in a problem and potential issues 
that could arise and how to deal with them. (S180I) 
 
These comments reaffirm that students felt our PBL approach assisted in solving multi-
dimensional (integrative) accounting problems. 
In summary, the evidence outlined above suggests that our capstone unit effectively 
integrated and reviewed the material learned in previous semesters. The qualitative results 
from these two questions also indicate this integration and reviewing has occurred in an 
environment that students feel is similar to the real world. 
5.3. Transition to the workplace and professional identity 
The second main area relates to students identifying with the profession and providing 
students with an insight into the type of work undertaken by practising accountants. In 
response to the question “Did you find the unit helped a great deal in gaining a real life 
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understanding of the various concepts involved in accounting?” 92.0% (794) indicated “Yes” 
and 6.4% (55) indicated “No.” These quantitative results signify strong student perceptions 
about relating the learning in the capstone unit to the real world. 
To reinforce this strong view, the student’s written responses indicated three main 
themes. The first theme related to the real world and real life nature of the problems that were 
set for students: 
It is the one subject at uni that had almost 100% relevance to the actual activities 
undertaken by accountants. (S11B) 
 
This unit made us think about real-life problems instead of just asking mundane 
useless questions. Each topic had a very in-depth back story which made the 
student think outside our train of thought. (S73G) 
 
Because it was a very well simulated working environment that gave me an 
excellent idea of the client/professional relationship. (S19I) 
 
It is the first unit we came across that not only incorporates aspects of the whole 
degree, but presents them in life-like, full size scenarios as opposed to the usual 
tutorial style problems. (S181I) 
 
The second theme related to helping students prepare for working as an accountant in 
the future: 
I have learned a lot about many different areas of accounting, as opposed to just 
one and think I am much more equipped for working next year. Also I learned many 
additional things that I would have not otherwise known until starting work next 
year e.g. papers to register business name/company etc. (S4A) 
 
Now I have a more real life understanding of an accountant’s role. The situations 
PBLs gave me/helped me further develop skills which I will take with me 
throughout my career. (S65F) 
 
I felt this unit gave me a more valuable insight into what it may be like working as 
an accountant/accounting related position in the 'real world'. It was helpful having 
to think on the spot of relevant information and questions to ask the client (prior to 
conducting any research). (S205I) 
 
This theme emphasizes students identifying with the profession and the type of work they may 
encounter as an accounting professional. Related to this, many students who were already 
working in an accounting environment whilst studying this unit commented how similar the 
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problems and situations were to what happens in their workplace: 
These are situations/problems I deal with in my work. The scenarios are practical 
situations that show what really happens in practice. (S12B) 
 
Work in an accounting firm and thought the problems related well to what happens 
in practice. (S2F) 
 
The third and final theme related to students being able to apply theory and their 
knowledge to solve the problems presented: 
It conceptualises theory into practice. It was very practical based learning. 
Whereas previously I had learnt things through lecture materials + text, this unit 
allowed me to practically apply theory to real life. (S16C) 
 
We were able to apply theory to practical. This subject is the closest thing to 
actually doing practical work experience in the real world. (S94E) 
 
I learn and remember things best when applying them to practical situations or 
using them in a real context. (S93G) 
This reinforces the fact that being able to apply theory to practical situations is what most 
graduates are expected to do in their initial years in practice. 
Finally, despite this question being specifically aimed at trying to determine if the unit 
contributed to real-world learning, many students commented on the integration aspect of 
their learning. This reinforced that the unit was aimed not only at work transition and 
professional identity but also the integration and recapping of the previous units studied. 
Some students were able to identify both of these aspects. Typical comments included: 
This unit is not a textbook subject like other accounting units - most of the time 
more than one concept is involved - the chance to apply principles previously learnt 
in other subjects to real situations deepens the level of understanding concepts. 
(S35C) 
 
It was challenging but good to bring all of the knowledge learnt over the degree 
into one subject. It definitely will help me in working in real life as the subject was 
so practical. (S59E) 
 
In summary, both the quantitative and qualitative evidence above relating to student 
perceptions of the unit showed it was very effective in reinforcing transition to work and the 
professional identity aspect of our capstone unit. The comments also indicated that students 
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perceived that the unit helped them gain an insight into the type of work performed by 
accounting professionals. 
6. Conclusion 
This paper reports on the development, implementation, and findings relating to the 
introduction of a capstone unit at the Queensland University of Technology in Australia in 
2006. The unit was developed with three main aims: to integrate the program, to enhance 
professional identity, and to develop professional skills. In a previous study, Stanley and 
Marsden (2012) highlighted the effectiveness of PBL to develop the specific skills of 
questioning, teamwork, and problem-solving. This study concentrates on the ability of a 
capstone unit using PBL to integrate the program and enhance professional identity. 
The emphasis of our capstone unit is on a group of students acting as professional 
advisors for an entire semester who are required to solve unstructured, multi-dimensional 
accounting problems presented by the client (the teaching staff). The major difference with 
our approach is that students were not provided with all the facts as would be the situation 
with a case study. With case studies, students inherently know that all of the required 
information lies somewhere within the case. However this is not what happens in practice. To 
solve a problem in real life, facts from various sources must be gathered and so this gathering 
of facts forms the basis of our capstone unit. By designing a unit where students were only 
given limited facts about a problem and were required to ask questions to obtain additional 
information, the outcome is a different way of learning compared to the traditional 
lecture/tutorial format. 
The results indicate that using our PBL approach, students acting as teams of 
professional advisors and these teams being given only limited facts about a client problem, 
was very effective in two main areas. The first was in relation to enhancing integration. 
Nearly 95% of surveyed students responded positively to the view that the capstone unit 
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brought together the various aspects of accounting studied previously. This mainly revolved 
around the bringing together of previously learned content; students revisiting, reviewing and 
recapping the knowledge learned previously; and the use of textbooks and notes that were 
studied in previous units.  
The second area was in terms of work transition and professional identity with 92% of 
surveyed students indicating that the capstone unit helped a great deal in gaining a real life 
understanding of accounting concepts. The reasons for this were: the real-world and real-life 
nature of the problems that were presented to students; helping students prepare for working 
as accountants in the future by identifying with the profession and the type of work they may 
encounter as an accounting professional; and the unit allowed the students to be able to apply 
their theoretical knowledge to practical situations in order to solve accounting problems.  
This empirical research has established that through the use of PBL in a capstone unit, 
both integration and professional identity can be enhanced. This is significant as prior 
research tends to suggest that there is a concentration on the closure and integration aspect of 
capstones (Henscheid, 2000, p. 11) rather than on the transition-to-work goal. Our approach 
not only achieved integration of the program but also facilitated transition to work via the 
creation of a sense of professional identity, thereby meeting two of the generally accepted 
aims of a capstone unit. With Heinemann (1997) warning that instructors must be wary of 
trying to do too much in a capstone unit and accounting educators trying to maximise student 
learning from a finite set of resources, the evidence presented in this research shows that our 
approach using PBL has been effective in terms of student perceptions of learning in relation 
to enhancing integration and professional identity.  
In terms of limitations, data was only collected via a questionnaire. Further, this paper 
concentrated on the perceptions of students who were enrolled in one unit at one university. 
Finally, graduate, employer and practitioner views were not considered part of this research. 
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In regards to future research, richer student perceptions could be obtained through the use 
of interviews. Research could also be conducted on the university-to-work transition to 
canvass the views of graduates (alumni) who have recently entered the workforce to assess if 
this capstone unit was useful in their first year as an accounting graduate. The views of 
practitioners could also be sought regarding the quality of graduates who have completed the 
capstone unit. 
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Appendix A 
Example of a PBL presented to students.  
 
 
Your client, Gaming Consoles Pty Ltd, imports the new PlayStation Xtreme from the 
United States for distribution and sale within Australia.  
 
The company’s CEO, Miranda Richardson, informs you that a cargo ship carrying a 
significant amount of inventory from Los Angeles to Brisbane was hit by a violent 
electrical storm on 27 June 2012 forcing it to divert to New Caledonia for repairs, 
thereby delaying the original release date in Australia of 5 July 2012.  
 
Whilst the goods are insured, there are concerns as to the extent of damage to the 
PlayStation Xtreme consoles. 
 
Required: 
 
As their external accountants and auditors, Miranda asks you to prepare a table outlining 
the accounting, audit, taxation and GST implications relating to this event. 
 
Please provide appropriate references to relevant AASB Accounting Standards, Auditing 
Standards, Income Tax Assessment Act (1936), Income Tax Assessment Act (1997) and 
GST Act (1999) in your answer. 
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Appendix B   
Example of the PBL provided to the facilitator using the FIRDE problem-solving 
methodology. 
 
Facts (Determined from the problem given to students): 
 
 Gaming Consoles Pty Ltd is a computer gaming importer. 
 The company imports the new PlayStation Xtreme from the United States for 
distribution and sale within Australia. 
 The goods have been purchased from Los Angeles and were on a ship to Australia 
when the cargo ship was hit by a violent electrical storm on 27 June 2012 causing it 
to divert to New Caledonia for repairs. 
 The original release date in Australia has been delayed until 5 July 2012 
 The goods are insured. 
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Facts (Additional): 
 
Students are required to ask the facilitator relevant questions in order to obtain 
the following information. If the question is not asked, the information is not given 
and therefore students may come to an incorrect conclusion. 
 
Information about the Company: 
 
 It is considered to be a reporting entity, meaning that it is required to comply with 
all AASB Accounting Standards. 
 The accounting period is 1 July to 30 June. 
 The company is registered for the GST (accruals basis) and remits its GST to the 
Australian Taxation Office on a quarterly basis. 
 The company uses the accruals basis of accounting for income tax purposes.  
 
Purchase of the Stock: 
 
 The terms of shipment are “FOB shipping point”.  
 Gaming Consoles Pty Ltd pays a transportation company for the insurance, freight 
and transportation (US$10,000). 
 Each PlayStation Xtreme gaming console is purchased from a supplier in 
Sacramento for US$200 per console. 
 The company ordered 1,000 consoles which were on the cargo ship when it was 
struck by lightning (total cost = US$200,000). The invoice (dated 27 June 2012) 
has been e-mailed to Gaming Consoles Pty Ltd. 
 The goods will be paid for when they arrive in Australia after they are inspected to 
ensure that they are not damaged. The goods will be paid in US dollars. 
 The invoice from the US supplier required payment of the US$200,000 in full 
within 14 days of receiving the goods. 
 At 27 June 2012 (being the date of the invoice), the exchange rate was US$1.00 = 
A$1.02. 
 At 30 June 2012, the foreign exchange rate was $US1.00 = A$1.04. 
 The company’s functional and presentation currency is Australian dollars. 
 The goods were not hedged. 
 The goods are insured against damage (including from electrical storms). 
 Once the goods arrive at customs, the Australian Customs Office inspect the goods. 
The customs rate on computer games and consoles is 20% on the value of the 
invoiced goods (excluding freight and insurance). Hence, A$40,000 will be added 
to the cost of US$200,000 when the goods arrive in Brisbane (converted to 
Australian dollars on the date of the invoice – 27 June 2012). Once this has been 
paid by the company, the goods are released to Gaming Consoles Pty Ltd. 
 At this stage, it is too early to determine whether the goods have been damaged.  
 The goods are not expected to arrive in Australia until the end of July 2012. 
 The stock is considered highly material to the company. 
 The company adopts a perpetual inventory system and uses FIFO as their preferred 
inventory valuation method. 
 As the stock is not yet received, the company has not recorded any inventory in the 
Balance Sheet and no liability (accounts payable) has been recorded. 
 The financial statements are not expected to be signed off until late September 
2012. 
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Ideas:  
 
 Students will need to research the accounting, audit, taxation and GST 
considerations in importing stock from overseas. 
 Students will need to also consider the effect of buying goods in a foreign currency 
and address issues such as “whose stock is it”? 
 Students to consider the accounting implications, including whether the stock 
should be recorded on the Balance Sheet of the company at 30 June 2012 and if so, 
what potential damage to the stock has resulted (thereby leading to consideration of 
writing down the value of stock to NRV). 
 
Research:  
 
 The accounting, audit, taxation and GST implications of buying stock from 
overseas. 
 
Decide:  
 
 How the stock is to be shown in the financial statements of the company at 30 June 
2012, significant audit issues for the auditors, as well as the associated taxation and 
GST consequences. 
 
Execute:  
 
 Provide Miranda with a letter of advice  (in the form of a table) outlining the 
accounting, audit, taxation and GST implications relating to this event providing 
appropriate references to relevant sources.  
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Appendix C 
Example of elements of the integrative solution required from students. 
 
Issue Accounting Audit Implications Taxation Treatment GST 
Relevant Authority AASB 102 Inventories ASA 315 Identifying and 
Assessing the Risks of 
Material Misstatement 
through Understanding 
the Entity and its 
Environment 
ITAA (1997) GST Act (1999) 
Whose goods are they 
and are they “on 
hand”? 
 
 
 
The goods belong to Gaming Consoles 
Pty Ltd as they are legally owned by the 
company (FOB shipping point). Hence, 
they should be recorded as inventory on 
the company’s 30 June 2012 balance 
sheet (with a corresponding credit to 
accounts payable). 
 Audit Assertion: Rights & 
Obligations (whose goods 
are they)? Is important for 
the auditor to verify the 
legal owner. A check of 
the shipping documents 
will reveal that they legally 
belong to Gaming 
Consoles Pty Ltd. 
 Same as accounting. For 
taxation purposes, legal 
ownership is based on who 
owns the goods not on 
physical possession. The 
goods are ours (see All States 
Frozen Foods Pty Ltd v FCT 
90 ATC 4175) and Taxation 
Ruling IT 2670.  
 As the goods belong to the company, it is 
entitled to claim back the GST input tax 
credits associated with the acquisition under 
Division 11 of the GST Act (1999). 
What is the cost of 
inventory? 
AASB 102, paragraph 10: 
Cost of inventories = [purchase price + 
costs of conversion + other costs]. 
Hence, the cost of inventory will not 
only include the purchase price of 
US$200,000 but also the cost of freight 
and transportation (US$10,000) but also 
customs duty (A$40,000). However, as 
the company can claim back the GST, 
the cost of inventory on the balance sheet 
will be the total GST-exclusive cost. 
Audit Assertion: Valuation 
and Allocation. From an 
audit perspective, the 
auditor must ensure that 
the cost of inventory is 
recorded at the appropriate 
amount in the balance 
sheet.  
Same cost as accounting. 
Excludes GST (Section 70-
45(1A)). 
Under Section 13-20, the value of a taxable 
importation is the sum of the customs value 
of the goods imported plus freight, insurance 
and customs duty. 
Before the goods are released, Australian 
Customs charges 10% GST on the value of 
this taxable importation.  As noted above, the 
company can claim back the GST paid.  
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Table 1  
Response rate. 
 
   
Sem 2 
 2006 
A 
Sem 1 
 2007 
B 
Sem 2 
 2007 
C 
Sem 1 
 2008 
D 
Sem 2 
 2008 
E 
Sem 1 
 2009 
F 
Sem 2 
 2009 
G 
Sem1 
2010 
H 
Sem 2 
2010 
I  
     
Total 
 
               
Students Enrolled    19 24 61 32 144 93 189 134 300 996  
Student Responses  19 23 58 27 137 78 139 127 255 863  
Response Rate   100% 96% 95% 84% 95% 84% 74% 95% 85% 87%  
 
Note: The unit became compulsory in semester 1, 2008; A – I are used for referencing relevant comments by 
students provided in the questionnaire, for example, S21C refers to student 21 in semester 2, 2007 whilst S95H refers 
to student 95 in semester 1, 2010. 
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Table 2  
Results from selected statements ranked by overall mean. 
Statement 
Overall Mean  
Across All 9 
Semesters  
(863 respondents) 
 
The topics and content in this unit are clearly 
related to what I am expected to learn 4.19 
 
My understanding of concepts and principles in 
this field has improved 4.21 
 
I can apply principles from this unit to new 
situations 4.16 
 
 
A five-point Likert-type scale was used, with 1 = strongly disagree, 2 = disagree, 3 = neutral,  
4 = agree, and 5 = strongly agree.  
 
 
 
 
 
